86TH CONGRESS HOUSE OF REPRESENTATIVES REpPorRT 
Ist Session 


No. 13 





PROVIDING FOR THE EXPENSES OF THE INVESTIGATION 
AND STUDY AUTHORIZED BY HOUSE RESOLUTION 19 


JANUARY 29, 1959.—Ordered to be printed 


Mr. FrriEepeE., from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 20] 


The Committee on House Administration, to whom was referred 
House Resolution 20, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 1, strike out “January 4” and insert “January 3’’. 


O 


59011 Res., Vol. 1, 86-1, O—61 








86TH CoNGRESS HOUSE OF REPRESENTATIVES {' Report 
1st Session No. 14 


PROVIDING A CLERK FOR THE HOUSE DELEGATION OF 
THE U.S. GROUP OF THE NORTH ATLANTIC TREATY 
PARLIAMENTARIANS’ CONFERENCE 


JANUARY 29, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. FriepE., from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 36] 
The Committee on House Administration, to whom was referred 
House Resolution 36, having considered the same, report favorably 


thereon without amendment and recommend that the resolution 
do pass, 


O 
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86TH CONGRESS } HOUSE OF REPRESENTATIVES © {| Revort 
1st Session No. 15 


PROVIDING FUNDS FOR THE EXPENSES OF THE 
STUDIES, INVESTIGATIONS, AND INQUIRIES AUTHOR- 
IZED BY HOUSE RESOLUTION 81 


January 29, 1959.—Ordered to be printed 


Mr. Friepet, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 82] 


The Committee on House Administration, to whom was referred 
House Resolution 82, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution, as 
amended, do pass. 


The amendment is as follows: 
Line 1, strike out “January 4” and insert “January 3”. 


O 








86TH CONGRESS HOUSE OF REPRESENTATIVES { Report 
1st Session No. 16 


PROVIDING FUNDS FOR THE EXPENSES OF THE INVES- 


TIGATIONS AND STUDIES AUTHORIZED BY HOUSE 
RESOLUTION 78 


JANUARY 29, 1959.—Ordered to be printed 


Mr. FrrepEt, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 79] 


The Committee on House Administration, to whom was referred 
House Resolution 79, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

O 








86TH Concress ) HOUSE OF REPRESENTATIVES { Report 
lst Session No. 17 


———oooo—————————=E&—>E—£=&—=—Z&£{£=_Z— LZ 


PROVIDING FUNDS FOR THE COMMITTEE ON THE 
JUDICIARY 


January 29, 1959.—Ordered to be printed 


Mr. Friepat, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
[To accompany H. Res. 92] 


The Committee on House Administration, to whom was referred 
House Resolution 92, having considered the same, report favorably 
thereon with amendments and recommend that the resolution as 
amended do pass. 

The amendments are as follows: 

Line, 1, strike out “January 4” and insert “January 3’. 

Line 3, strike out ““H. Res. 127” and insert ‘““H. Res. 27”, 


O 








86TH CONGRESS HOUSE OF REPRESENTATIVES f' ReEportT 
1st Session No. 18 


PROVIDING FUNDS FOR THE EXPENSES OF THE STUDIES, 


INVESTIGATIONS, AND INQUIRIES AUTHORIZED BY 
HOUSE RESOLUTION 91 


JANUARY 29, 1959.—Ordered to be printed 


Mr. Frrepzx, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Res. 107] 


The Committee on House Administration, to whom was referred 
House Resolution 107, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

O 








86TH Conaress HOUSE OF REPRESENTATIVES {! Report 
lst Session No. 19 


PROVIDING FOR THE EXPENSES OF CONDUCTING STUDIES AND 
INVESTIGATIONS AUTHORIZED BY RULE XI (8) INCURRED BY 
THE COMMITTEE ON GOVERNMENT OPERATIONS 


Janvakr 29, 1959.—Ordered to be printed 


Mr. Frrzpzt, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 108] 


The Committee on House Administration, to whom was referred 
House Resolution 108 having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do 


den 
The amendment is as follows: 
Line 1, strike out “January 4” and insert “January 3”. 


O 








86TH Concress }) HOUSE OF REPRESENTATIVES {| Reporr 
1st Session No. 20 


PROVIDING FOR THE EXPENSES OF THE INVESTIGATION 
AND STUDY AUTHORIZED BY HOUSE RESOLUTION 101 


January 29, 1959.—Ordered to be printed 


Mr. Friepet, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 126] 


The Committee on House Administration, to whom was referred 
House Resolution 126, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 1, following ‘‘That”’ insert “effective from January 3, 1959,”. 


O 








86TH CoNnGREss } HOUSE OF REPRESENTATIVES {! 
1st Session 


Report 
No. 21 
————————————————————— 


PROVIDING FUNDS FOR THE COMMITTEE ON HOUSE 
ADMINISTRATION 


Janvarr 29, 1959.—Ordered to be printed 


Mr. Frizpet, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 131] 


The Committee on House Administration, to whom was referred 
House Resolution 131, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 


O 








86TH CONGRESS HOUSE OF REPRESENTATIVES Report 
Ist Session No. 22 


PROVIDING FUNDS FOR INVESTIGATIONS AND STUDIES CON- 
DUCTED PURSUANT TO HOUSE RESOLUTION 56, BY THE COM- 
MITTEE ON INTERSTATE AND FOREIGN COMMERCE 


JANUARY 29, 1959.—Ordered to be printed 


Mr. Frriepen, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 136] 


The Committee on House Administration, to whom was referred 
House Resolution 136, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass, 
O 
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86rH Conaress ) HOUSE OF REPRESENTATIVES ~ REvPorT 
1st Session No. 23 


PROVIDING FUNDS FOR THE EXPENSES OF THE STUDIES, 


INVESTIGATIONS, AND INQUIRIES AUTHORIZED BY 
HOUSE RESOLUTION 133 


January 29, 1959.—Ordered to be printed 


Mr. Friepet, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 139] 


The Committee on House Administration, to whom was referred 
House Resolution 139, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 


84008 








HOUSE OF REPRESENTATIVES { Report 
No. 24 


86TH CONGRESS 
lst Session 


AUTHORIZING THE EXPENDITURE OF CERTAIN FUNDS 
FOR THE EXPENSES OF THE COMMITTEE ON UN- 


AMERICAN ACTIVITIES 


JaNvuaRy 29, 1959.—Ordered to be printed 


Mr. FRIEDEL, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res, 137] 


The Committee on House Administration, to whom was referred 
House Resolution 137, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 








86TH CONGRESS HOUSE OF REPRESENTATIVES Report 
1st Session No. 25 


PROVIDING ADDITIONAL FUNDS FOR DIRECT LOANS 
TO VETERANS 


JANUARY 29, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. TraaveE of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 2256] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H.R. 2256) to amend chapter 37 of title 38, United States Code, to 
provide additional funds for direct loans; to remove certain require- 
ments with respect to the rate of imterest on guaranteed loans; and 
for other purposes, having considered the same, report favorably 
— with amendments and recommend that the bill as amended 

0 pass. 

The amendments are as follows: 

(1) On page 1, line 8, strike out “$150,000,000” and insert in lieu 
thereof “‘$300,000,000”’. 

(2) On page 2, line 5, immediately after “amended” insert ‘‘(1)”’. 

(3) On page 2, line 11, immediately before the period insert the 
following: “‘; and (2) by striking out ‘4% per centum per annum’ and 
inserting in lieu thereof ‘5% per centum per annum’ ”’. 

oe On page 2, line 12, strike out “‘(f)” and insert in lieu thereof 
~ _ 

(5) On page 3, line 7, strike out “before the close of the next business 

ay’. 


BACKGROUND OF THE BILL 


The direct loan program as authorized by the Servicemen’s Read- 
justment Act, as amended, has been extended from year to year for 
financial assistance to those veterans living in rural areas, or in small 
cities and towns not near large metropolitan areas, where ‘other types 
of financing are not available. The direct loan program, as origi- 
nally authorized, was to extend from July 19, 1950, to June 30, 1951, 
and empowered ‘the Administrator to make direct loans up to $150 





2 ADDITIONAL FUNDS FOR DIRECT LOANS TO VETERANS 


million (Public Law 475, 8ist Cong., approved April 20, 1950). 
After expiring, on June 30, 1951, the program was renewed on Sep- 
tember 1, 1951, on a revolving-fund basis, limited to $150 million 
outstanding at any one time and extended the program to June 30, 
1953 (Public Law 139, 82d Cong.). ‘The revolving fund included the 
unreserved portion of the original $150 million fund allocation, plus 
the increment from loan repayments, and the proceeds of sales of 
direct loans to private investors. The revolving fund was aug- 
mented in April 1952 by an additional allocation of up to $125 million, 
to be made available by the Secretary of the Treasury in quarterly 
installments of $25 million, less the proceeds of direct-loan sales in 
the preceding quarter (Public Law 325, 82d Cong.). Under pro- 
visions of Public Law 101, 83d Congress, approved July 1, 1953, the 
program was continued for 1 year, to June 30, 1954, with up to $100 
million added to the revolving fund, to be made available in quarterly 
installments, and the maximum interest rate on direct loans was 
raised to conform to the rate on guaranteed loans. The program was 
again continued for 1 year, ending June 30, 1955, by Public Law 438, 
83d Congress, approved June 29, 1954. Public Law 88, 84th Con- 
gress, approved June 21, 1955, revised the program and extended the 
program for 2 years, expiring June 30, 1957. Public Law 1020, 84th 
Congress (Housing Act of 1956), approved August 7, 1956. extended 
the program for 1 year from July 1, 1957, to June 30, 1958, but 
failed to appropriate funds for the extended period. 


H.R. 4602 VETOED 


H.R. 4602, approved by the Congress, extended the direct loan 
program to July 25, 1958, provided $150 million for the period of this 
extension, and increased the maximum amount of a direct loan from 
$10,000 to $13,500. The President, however, vetoed the bill on 
September 2, 1957. 

PUBLIC LAW 85-364 


Public Law 85-364, approved April 1, 1958, contained all the 
provisions of H.R. 4602, extended the program 2 years, from June 30, 
1958, to July 25, 1960, and provided $150 million for each year of the 
2-year extension. Public Law 85-364 also increased the maximum 
interest rate the Administrator of Veterans’ Affairs could set on guar- 
anteed and direct loans. The maximum is set at 4% percent, but is 
also tied to the interest rate set for loans under section 203(b)(5) of 
the National Housing Act, in that the rate can;ot be higher than 4% 

ercent, or one-half of 1 percent below the rate on type 203(b)(5) 
oans, whichever is the lower. 


INTEREST RATE 


The veterans’ home loan program was almost nonexistent during 
the tight money policy days of 1957 and the first part of 1958. Public 
Law 85-364 increased the interest rate ceiling to 4% percent from 4% 
percent. The Administrator raised the interest rate to 4% percent 
and reactivated some interest in the veterans’ program for approxi- 
mately 6 months. Following this, money again tightened up and there 
are little or no mortgage funds available for veterans’ loans at 4% 
percent. This bill removes the requirement that the interest on 


a_i i -_ a. ena meee fee ot 





ADDITIONAL FUNDS FOR DIRECT LOANS TO VETERANS 3 


veteran home loans be one-half percent below the interest rate estab- 
lished on FHA housing loans and establishes a ceiling of 5% percent 
on veterans’ housing loans and places the responsibility for setting 
the interest rate, not to exceed the ceiling of 5% percent, with the 
Administrator of Veterans’ Affairs. 


NEED FOR DIRECT LOANS 


The direct loan program was created because the guaranteed loan 
program was not providing an equitable opportunity for all veterans 
to obtain a home loan. The guaranteed loan program functioned in 
metropolitan areas but has been of little benefit to veterans living in 
small cities and towns and rural areas. 


VETERANS UNABLE TO OBTAIN LOANS 


The committee made a survey throughout the country of the 
inequity of opportunity and found that of 3,234,438 veterans living 
in 1,635 rural counties, less than 10 percent had obtained a loan to 
purchase a home. This compares with 2,857,307 veterans residing 
in 126 metropolitan counties where over 40 percent have obtained a 
guaranteed loan. 

PRESENT-DAY WAITING LIST 


On April 1, 1958, the day the present law was signed by the Presi- 
dent, there were 13,084 veterans on the waiting lists of the Veterans’ 
Administration regional offices for a direct loan. The Veterans’ 
Administration received the first funds under Public Law 85-364 on 
April 4, 1958. This $50 million was allocated to the regional offices 


with instructions to try to take care of the veterans who were on 
the waiting list as of April 1, 1958. Veterans who had applied after 
that date were to be placed on a new waiting list which could oot be 
taken care of until the next allotment was received. 

Veterans’ Administration records indicate that 50 percent of the 
veterans who make application for a direct loan do not want one by 
the time their name reaches the top of the waiting list and funds are 
available to them. In many cases the veteran no longer desires the 
direct loan because he has obtained a loan elsewhere or there has 
been a change in his plans. In too many cases, however, the house 
he wanted has already been sold. The average amount of a direct 
loan is $9,044. If only 50 percent of the 13,084 veterans on the 
waiting list as of April 1, 1958, actually wanted a loan, it would have 
taken $65.42 million to make loans to the 6,542 veterans. However, 
only $50 million was available. Using the 50-percent figure, this 
would mean that 1,542 veterans had to remain on the waiting list 
until the next funds were received. 

Veterans’ Administration records ilhéne that on November 1, 
1958, there were 43,187 veterans on the direct loan waiting list. 
The $50 million quarterly allotment will, if the average amount of a 
loan is $9,044, provide loans for only 5,000 veterans. 

It is evident that additional funds must be made available if direct 
loans are to be provided the veterans who desire and are entitled to 
them. 

If only 50 percent of the veterans on the waiting list still desire 
home loans by the time theirs is reached, it will take $216 million to 
eliminate the waiting list of 43,187 veterans. 





4 ADDITIONAL FUNDS FOR DIRECT LOANS TO VETERANS 


Under the present law, the Veterans’ Administration can draw 
$50 million on January 1, 1959, which will be the only funds for direct 
loans until July 1, 1959. This amount will make only 5,000 loans. 
The $50 million will be allocated to the VA regional offices and ear- 
marked for the veterans on top of the list. This will leave over 38,000 
veterans on the waiting list, who will have to wait until July 1, 1959, 
for a home loan—if the home they want is still available—and then 


only the top 5,000 veterans on the waiting list will be able to obtain 
a loan. 


Examples of areas where the guaranteed loan program has not pro- 
vided an equitable opportunity for all veterans, particularly those in 
small towns and rural areas, to obtain a home loan are: 


Number of Number of 
direct loans | Number of | guaranteed 
Veteran made as of | veterans on | loans made 
population | Oct. 31, 1958 | waiting list | as of Oct. 31, 
(approxi- for direct 1958 (approx- 
mately 8 loans imately 14 
years) years) 


6, 533 2, 686 45, 039 
5, 066 2, 407 
2, 306 1, 217 
1, 438 502 
5, 820 3, 154 
4, 135 1, 191 
8, 868 2, 792 
5, 936 2, 425 


The following is a chart showing the number of veterans on the 
waiting list as of November 1, 1958: 


1. 19458 
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ADDITIONAL FUNDS FOR DIRECT LOANS TO VETERANS 


NEW HOMES 


Prior to the new direct loan program, authorized by Public Law 
85-364, approximately 80 percent of the direct loans were for old 
homes. It was almost impossible for a veteran to build or buy a 
new home. It was the intent of Congress in the enactment of Public 
Law 85-364 that veterans living in rural areas, small cities, and towns 
have an opportunity to build or buy a new home. Under the new 
direct loan program the loans for existing or old homes have been 
reduced to approximately 50 percent, and applications for new homes 
have increased from 20 percent to approximately 50 percent. 

The following chart shows, by State, the commitments made for 
new homes under the new direct loan program. 
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SUSPENSION OF BUILDERS AND LENDERS 


Public Law 550, 82d Congress, approved July 16, 1952, authorized 
the Administrator of Veterans’ Affairs to refuse to permit further 
participation in the Veterans’ Administration loan guarantee program 
by parties who have sold homes to veterans with a Veterans’ Adminis- 
tration-guaranteed loan in which substantial deficiencies were discov- 
ered, where there had been a failure to discharge contractual liabilities 
to veterans, or where the methods or practices pursued in relation to 
the marketing of such properties were unfair or unduly prejudicial 
to veteran purchasers. The Administrator of Veterans’ Affairs 
exchanges information on suspended builders and lenders with the 
Federal Housing Administration Commissioner. The FHA Commis- 
sioner can suspend builders and lenders from participating in type 
203(b)(5) loans of the National Housing Act based solely on their 
suspension by the Administrator of Veterans’ Affairs from partici- 
pation in the Veterans’ Administration loan guarantee program. 
However, the Administrator of Veterans’ Affairs does not have the 
legal authority to suspend builders and lenders from further partici- 
pation in the Veterans’ Administration loan guarantee program based 
solely on a suspension by the FHA Commissioner. This bill gives this 
authority to the Administrator of Veterans’ Affairs. 


PROTECTION OF DEPOSITS AND DOWNPAYMENTS 


Approximately 20 States have laws for the protection of deposits or 
downpayments made by prospective home buyers. In many instances, 
the deposits or downpayments made by veterans for the purchase of 
a new home have been lost due to bankruptcy, assignment for creditors, 
or death of the builder. To protect the veteran’s deposit, in a project 
consisting of five or more homes, the funds deposited by the veteran 
shall be placed in a special trust account and so held until final settle- 
ment. ‘The special trust account shall be a separate account, apart 
from the seller’s funds. Accounts other than special trust accounts 
that can be relied upon and meet and receive written approval of the 
Administrator of Veterans’ Affairs shall be considered as meeting the 
intent of this bill. 

AMENDMENTS 


1. Section 1, page 1, line 8, was amended by striking out ‘$150,- 
000,000” and inserting in lieu thereof ‘$300,000,000”. This sum will 
greatly reduce the present waiting list and make additional funds 
available in all rural areas, small cities and towns. 

2. Section 2, page 2, line 11, was amended by inserting immediately 
before the period ‘‘; and (2) by striking out 4% per centum per annum” 
and inserting in lieu thereof “5% per centum per annum”. This 
authorizes the Administrator of Veterans’ Affairs to prescribe the 
interest rate on VA guaranteed and direct loans not to exceed 5% 
percent. 

3. Section 2, page 2, line 12, is a technical amendment which changes 
“oo to “(dd)”. 

4. Section 3, page 3, line 7, was amended by striking out “before the 
close of the next business day,”. This will allow a more reasonable 
period of time for the deposits to be placed in a trust account. 
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Bitt Reportep 






As a result of the foregoing, the committee reports H.R. 2256, with 
amendments. 







EXPLANATION OF THE Bitt, AS AMENDED 





Section 1 authorizes the Secretary of the Treasury to advance such 
additional sums, not in excess of $300 million, as the Administrator 
may request. The sums so advanced shall be over and above such 
funds as authorized by Public Law 85-364, and used to decrease the 
waiting list. 

Section 2(a) removes the requirement that the interest rate on a 
Veterans’ Administration guaranteed or direct loan shall not be more 
than one-half of 1 percent below the rate on National Housing Act 
type 203(b)(5) loans, and increases the interest rate ceiling to 5% 
percent. 

Section 2(b) adds to the list of eligible lenders who may make 
Veterans’ Administration automatic guaranteed loans all certified 
agents of other Government agencies who are acceptable to the 
Administrator of Veterans’ Affairs. 

Section 3 requires all participants in the loan guarantee program, 
who build five or more homes in a project, to deposit all veterans’ 
downpayments or deposits for the purchase of a home in a special trust 
account so that such moneys will not be subject to creditor attachment. 

Section 4 of the bill sets forth the intent of Congress regarding 
suspension of builders and lenders from participating in the Veterans’ 
Administration loan guarantee program who have been suspended by 


FHA. 
























SECTION 1 







That subsection (a) of section 1823 of title 38, United 
States Code, is amended by inserting immediately after the 
first sentence the following new sentence: “In addition to the 
sums authorized in this section, the Secretary of the Treasury 
shall also advance to the Administrator such additional sums, 
not in excess of $300,000,000 as the Administrator may re- 
quest, and the sums so advanced shall be made available 
without regard to any limitation contained in this subsection 
with respect to the amount which may be advanced in any 
one quarter annual period.” 

This section authorizes an additional $300 million for direct loans 
over and above the funds authorized by Public Law 85-364. These 
funds will be available to the Administrator of Veterans’ Affairs as 
needed, to take care of the backlog of veterans on the direct loan 
waiting list. 
















SECTION 2, SUBSECTION (&) 











Sec. 2. (a) Paragraph (1) of subsection (c) of section 1803 
of title 38, United States Code, is amended by striking out 
“‘, but the rate of interest so prescribed by the Administra- 
tor shall not exceed at any time the rate of interest (exclusive 
of premium charges for insurance and service charges, if any) 
established by the Federal Housing Commissioner under sec- 
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tion 203(b)(5) of the National Housing Act, less one-half of 
1 per centum per annum”; and (2) by striking out “4% per 
centum per annum” and inserting in lieu thereof “5% per 
centum per apnum’’. 


This section removes the requirement that the interest rate on 
Veterans’ Administration guaranteed and direct loans shall not exceed 
the interest rate on National Housing Act type 203(b) (5) loans, less 
one-half of 1 percent per annum. ‘The new ceiling on veterans’ loans 
will be 5% percent. The current rate will be established by the 
Administrator at or below the 5%-percent ceiling. 


SECTION 2, SUBSECTION (b) 


(b) Subsection (f) of section 1802 of title 38, United States 
Code, is amended by inserting immediately before the period 
at the end of the first sentence the following: “‘, or (3) by any 
mortgagee designated and approved by any department, 
agency, or instrumentality of the United States as a certified 
agent, and which is acceptable to the Administrator’’. 


This section adds to the list of lenders who can make guaranteed 
loans all certified agents of any department, agency, or instrumentality 
of the United States which are acceptable to the Administrator. 


SECTION 3 






Sec. 3. (a) Subchapter III of chapter 37 of title 38, United 
States Code, is amended by inserting immediately after 
section 1824 thereof the following new section: 
“*§ 1825. Deposit of downpayments in trust accounts 

“‘(a) Where the Administrator has made a determination 
of reasonable value of housing units in a project involving 
five or more of such units which are proposed to be con- 
structed or are newly constructed ‘and previously unoccupied, 
and a veteran has made a deposit or downpayment on the 
purchase price of any such unit for the purpose of purchasing 
such unit with a loan guaranteed, insured, or made under 
this title, it shall be unlawful for the seller to fail to deposit 
such deposit or downpayment in a special trust account in 
order to safeguard such deposit or downpayment from the 
claims of creditors of the seller. Where such deposit or 
downpayment has been deposited in a special trust account, 
it shall be unlawful for such deposit or downpayment to be 
disposed of in any manner except (1) being credited to the 
veteran purchaser at closing settlement, or (2) if the trans- 
action is not consummated, being disposed of in accordance 
with the terms of the contract between the parties or re- 
turned to the veteran. Nothing in this section shall prevent 
the application of a deposit or downpayment to the cost of 
land or construction where a veteran purchaser has con- 
tracted for the construction of residential property which is 
to be financed with the assistance of a construction loan to 
be obtained under the provisions of this title. 
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“(b) Whoever violates subsection (a) of this section shall 
be fined not more than $5,000 or imprisoned not more than 
five years, or both.” 

(b) The analysis of chapter 37 of title 38, United States 
Code, is amended by adding at the foot thereof the follow- 
ing new item: 

"1825. Deposit of downpayments in trust accounts.” 


This section requires all realtors, builders, etc., of projects con- 
sisting of more than five homes, to deposit all downpayments or de- 
posits made by veterans in a special trust fund until the date of 
settlement. This will protect such deposits and downpayments from 
the creditors of the builder, realtor, seller, ete. 


SECTION 4, SUBSECTION (a) 


Src. 4. (a) Subsection (b) of section 1804 of title 38, 
United States Code, is amended by adding at the end thereof 
the following new sentence: “The Administrator may also 
refuse to appraise any dwelling or housing project owned, 
sponsored, or to be constructed by any person refused the 
benefits of participation under titles I, II, VI, VII, VIII, or 
IX of the National Housing Act pursuant to a ‘determination 
of the Federal Housing Commissioner under section 512 of 
that Act.” 


This section authorizes the Administrator to suspend builders, 
sponsors, etc., from participating in the Veterans’ Administration loan 
guaranty program who have been suspended from participating under 


titles T, I], VI, VII, VIII, or IX of the National Housing Act. 
SECTION 4, SUBSECTION (b) 


(b) Subsection (d) of section 1804 of title 38, United States 
Code, is amended by adding at the end thereof the following 
new sentence: “The Administrator may also refuse either 
temporarily or permanently to guarantee or insure any loans 
made by a lender or holder refused the benefits of participa- 
tion under titles I, Il, VI, VII, VIII, or [X of the National 
Housing Act pursuant to a determination of the Federal 
Housing Commissioner under section 512 of that Act.’ 


This section authorizes the Administrator to suspend lenders from 
participating in the Veterans’ Administration loan guaranty program 
who have been suspended from participating under titles I, II, VI, 
VII, VIII, or IX of the National Housing Act. 

The report of the Veterans’ Administration on the bill follows: 


VETERANS’ ADMINISTRATION, 
Orrice oF THE ADMINIS®RATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., January 28, 1959. 
Hon. Ourn E. Treacue, 


Chairman, Committee on Veterans’ Affairs, House of Representatives, 
Washington, D.C. 

Dear Mr. Tracue: The following comments are submitted in 
response to your request for reports by the Veterans’ Administration 
on H.R. 2194, H.R. 2226, H.R. 2256, H.R. 2261, H.R. 2928, and 
H.R. 3039, 86th Congress. 
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Except for H.R. 3039, which is limited in purpose to an increase in 
direct loan funds, these measures are identical, and would amend 
chapter 37 of title 38, United States Code, to (1) authorize an addi- 
tional $150 million for direct home loans to veterans; (2) eliminate 
the requirement that the interest rate on GI loans be at least one-half 
of 1 percent below the prevailing rate on FHA-insured sales housing 
loans; (3) require the seller of housing to be sold with a GI loan to 
place deposits on the purchase price in a trust account to protect 
such payments from the claims of the seller’s creditors; and (4) au- 
thorize the Administrator of Veterans’ Affairs to refuse to appraise 
property or guarantee loans if the builders or sponsors of the property, 
or the lenders or holders of the loans, have been barred by the Federal 
Housing Commissioner from participation in the FHA insurance 
programs. These measures also are apparently intended to include 
as lenders eligible to make Veterans’ Administration guaranteed loans 
without prior approval those mortgagees designated as certified agents 
by any Federal agency 

The emergency housing legislation approved on April 1, 1958 
(Public Law 85-364), included an extension of the direct loan program 
for 2 years until July 25, 1960, with funds of oo million per fiscal 
year to June 30, 1960, but not more than $50 million quarterly. 
Section 1 of these bills would provide an additional $150 million for 
direct loans, which apparently could be drawn from the Treasury at 
any time prior to the expiration of the direct loan commitment au- 
thority (July 25, 1960) in such amounts as the Administrator may 
request. 

At the end of December 1958, loans made and in process were 
sufficient to absorb funds available as of that date and there were 
more than 45,000 on waiting lists. The funds which have been 
allotted to regional offices for making direct loans during the third 
quarter of fiscal year 1959 and the estimated principal repayments 
during the balance of this fiscal year—no Treasury advances being 
available for the fourth quarter—will be enough to make about 7,000 
loans. Funds which will become available during fiscal year 1960 
will be enough to make about 20,000 loans, based on an average loan 
of $10,000. Consistent with the purpose of Public Law 85-364 to 
stimulate new construction, a large portion of the funds available for 
direct loans pursuant to that law are reserved initially for veterans 
desiring to purchase housing to be constructed by builders issued 
fund reservation commitments. 

The volume of applications in housing credit shortage areas indi- 
cates that adequate relief of the shortage of housing credit for veterans 
will come only when private capital can be attracted for investment in 
these loans in rural areas and small cities and towns through active 
participation of large investors in the GI loan program and in the 
Voluntary Home Mortgage Credit program. If the Administrator 
were authorized to establish a maximum interest rate within a range 
permitting an adequate yield under current market conditions, as 
recommended in the budget message of the President on January 19, 
1959, a resurgence of Voluntary Home Mortgage Credit program 
activity in placing GI loans in housing credit shortage areas could be 
anticipated. Since the underlying concept of the GI loan programs is 
the utilization of private financing wherever possible, the fixing of an 
adequate interest rate to meet the problem, rather than progressively 
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increasing direct loan outlays, appears to be an effective and preferable 
approach. 

The elimination of the one-half percent interest rate differential, as 
proposed by section 3(a), would be very desirable but, by itself, would 
not achieve the establishment of an effective interest rate on GI loans. 
The present statutory maximum interest rate of 4% percent, which the 
bill would not change, is not now sufficiently competitive with the rate 
on alternative mortgage investments to permit an adequate flow of 
private financing for GI loans. We believe it would definitely be to 
the best interests of the loan guarantee program, and therefore of 
veterans, to remove this inflexible maximum and to allow the Admin- 
istrator to prescribe a rate to meet changing market demands, subject 
to the limitation that the rate so fixed may not exceed that established 
for FHA insured loans under section 203 of the National Housing Act. 

The applicable text of the comparable predecessor bill (H.R. 13014, 
85th Cong.) suggests that the amendment to section 1802 by sec- 
tion 2(b) of the bills (except H.R. 3039) is intended to extend the auto- 
matic guarantee procedure to any mortgagee designated and ap- 
proved by a Federal agency as a certified agent, and who is acceptable 
to the Administrator. In order to effect this purpose, however, the 
amendment should be addressed to subsection (d) rather than sub- 
section (f) of section 1802. At the present time, only State lending 
agencies and those lenders supervised by a Territorial, State, or 
Federal agency can close loans without the prior approval of the 
Veterans’ Administration and be entitled to guarantee. 

Insofar as this agency is aware, this amendment would be limited, 
in practice, to mortgagees, primarily mortgage companies, approved 
as certified agents by the Federal Housing Administration. The ex- 
tension of automatic guarantee procedures as proposed would reduce 
the processing burden on Veterans’ Administration field offices by 
eliminating requests for prior approval of GI loans made by accepted 
mortgage companies. On the other hand, the extension of the auto- 
matic guarantee to lenders who are not subject to supervision by 
Federal or State authorities would probably require the Veterans’ 
Administration to make a more careful audit of the automatic loans 
processed. 

Section 3 of the bills (except H.R. 3039) makes unlawful the failure 
of the seller of certain GI housing units to place deposits or down- 
payments received from a veteran-purchaser in trust accounts pend- 
ing settlement, and subjects the offender to a fine of not more than 
$5,000 or imprisonment for not more than 5 years, or both. All such 
deposits received are to be placed in trust accounts before the close 
of the next business day following receipt. 

The haste with which the seller must act under this provision, when 
coupled with the severe penalty imposed for noncompliance, seems 
certain to be viewed by many sellers as unduly onerous. Moreover, 
since this requirement and penalty would not apply under other 
Government loan programs, it is quite probable that some builders 
would prefer to arrange for financial assistance for their purchasers 
through FHA channels. 

Another aspect of the proposed penal provision is that involving 
the question of constitutional validity. The legal relationship in 
respect to a guaranteed loan is between the Veterans’ Administration 
and the lender and is not with theseller. It is at least doubtful, there- 
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fore, that the proposed requirements for an immediate trusteeship 
of purchase price deposits by the seller, preceding the closing of the 
loan, or in some cases the issuance of a loan guarantee commitment, 
has a sufficiently direct relationship to the operation of the Federal 
loan guarantee program to be a proper exercise of Federal police power, 

The provisions relative to the suspension from the VA loan guarantee 

rogram of persons barred from participating in the FHA program 

ave previously been recommended for enactment by the Adminis- 
trator. This proposal would be a corollary to existing legislation 
authorizing the barring from the FHA program of persons suspended 
by the Veterans’ Administration and would promote increased cooper- 
ation between the two agencies. We believe that it would serve as an 
additional deterrent to inferior construction and have a generally 
beneficial and protective effect on the interests of veterans who are 
eligible to participate in the loan guarantee program. 

As reflected by the foregoing comments, I consider the proposal to 
eliminate the one-half of 1 percent required spread in the GI loan 
and the FHA interest rates to be a desirable step, but the removal of 
the 4% percent interest rate maximum coupled with authority to 
establish the rate at a competitive level is urgently needed to assure 
an active and fully effective loan guarantee program. The provisions 
concerning the suspension of builders and lenders who have been de- 
nied participation under the FHA programs are also strongly recom- 
mended. On the other hand, I have reservations as to the desirability 
of the provisions relating to the deposit of downpayments in trust 
accounts. Finally, I am unable to concur in the proposal for increased 
direct loan financing, when, as we have noted, authority to establish 
the interest rate at an effective level could be employed to revitalize 


the guaranteed loan program through private enterprise participation 
and correspondingly decrease the demand for direct Government 
lending to veteran home buyers. 

The amount of $150 million for direct loans would be a very sub- 
stantial added outlay for the Treasury. Such additional direct loan 
funds would be sufficient for about 15,000 loans. It is estimated that 
the ee. in handling direct loans is about $50 per loan and, there- 

i 


fore, the additional administrative cost of this item would be around 
$750,000. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the presentation of this report to the committee and 
that enactment of H.R. 3039 or section 1 of H.R. 2194, H.R. 2226, 
H.R. 2256, H.R. 2261, or H.R. 2928 would not be in accord with the 
program of the President. 


Sincerely yours, 
Sumner G, Wuirttier, Administrator. 


CHANGES IN Existina Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
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enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


CHAPTER 37 OF TITLE 38, UNITED STATES CODE 
CHAPTER 37—HOME, FARM, AND BUSINESS LOANS 


SUBCHAPTER I-—GENERAL 
Bec. 
1801. Definitions. 
1802. Basie entitlement. 
1803. Basie provisions relating to loan guaranty. 
1804. Restrictions on loans. 
1805. Warranties. 

SUBCHAPTER II—LOANS 


1810. Purchase or construction of homes. 

1811. Direct loans to veterans. 

1812. Purchase of farms and farm equipment. 
1813. Purchase of business property. 

1814. Loans to refinance delinquent indebtedness. 
1815. Insurance of loans. 

1816. Procedure on default. 

1817. Release from liability under guaranty. 


SUBCHAPTER III—ADMINISTRATIVE PROVISIONS 


1820. Powers of Administrator. 

1821. Incontestability. 

1822. Recovery of damages. 

1823. Direct loan revolving fund. 

1824. Waiver of discharge requirements for hospitalized persons, 
1825. Deposit of downpayments in trust accounts. 


Subchapter I—General 


§ 1801. Definitions 

(a) For the purposes of this chapter— 

(1) The term ‘‘World War II” (A) means the period beginning on 
September 16, 1940, and ending on July 25, 1947, and (B) includes, 
in the case of any veteran who enlisted or reenlisted in a Regular com- 
ponent of the Armed Forces after October 6, 1945, and before October 
7, 1946, the period of the first such enlistment or reenlistment. 

(2) The term “veteran” includes the widow of any veteran (includ- 
ing a person who died in the active military, naval, or air service) 
who died from a service-connected disability, but only if such widow 
is not eligible for benefits under this chapter on the basis of her own 
active duty. The active duty of her husband shall be deemed to have 
been active duty by such widow for the purposes of this chapter. 

(b) Benefits shall not be afforded under this chapter to any individ- 
ual on account of service as a commissioned officer of the Coast and 
Geodetic Survey, or of the Regular or Reserve Corps of the Public 
Health Service, unless such service would have qualified such individ- 
= for benefits under title III of the Servicemen’s Readjustment Act 
of 1944. 


§ 1802. Basic entitlement 


(a) Each veteran who served on active duty at any time during 
World War II or the Korean conflict and whose total service was for 
hinety days or more, or who was discharged or released from a period 
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of active duty, any part of which occurred during World War II or the 
Korean conflict, for a service-connected disability, shall be eligible 
for the benefits of this chapter. Entitlement derived from service 
during the Korean conflict (1) shall cancel any unused entitlement 
derived from service during World War II, and (2) shall be reduced by 
the amount by which entitlement from service during World War II, 
has been used to obtain a direct, guaranteed, or insured loan— 

(A) on real property which the veteran owns at the time of 
application; or 

(B) as to which the Administrator has incurred actual liability 
or loss, unless in the event of loss or the incurrence and payment 
of such liability by the Administrator the resulting indebtedness 
of the veteran to the United States has been paid in full. 

(b) In computing the aggregate amount of guaranty or insurance 
entitlement available to a veteran under this chapter— 

(1) the Administrator may exclude the initial use of the vet- 
eran’s entitlement for any loan with respect to which the security 
has been (A) taken (by condemnation or otherwise) by the U nited 
States or any State, or by any local government agency for pub- 
lic use, (B) destroyed by fire or other natural hazard, or (C) 
disposed 2 because of other compe ling reasons devoid of fault on 
the part of the veteran; and 

2) the Administrator shall cite the amount of guaranty 
or insurance entitlement previously used for any guaranteed or 
insured home loan which has been repaid in full, and with respect 
to which the real property which served as security for the loan 
has been disposed of because the veteran, while on active duty, 
was transferred by the service department with which he was 
serving. 

Entitlement restored under this subsection may be used at any time 
before February 1, 1965. 

(c) An honorable discharge shall be deemed to be a certificate of 
eligibility to apply for a guaranteed loan. Any veteran who does not 
have a discharge certificate, or who received a discharge other than 
honorable, may apply to the Administrator for a certificate of eligibil- 
ity. Upon making a loan guaranteed or insured under this chapter, 
the lender shall forthwith transmit to the Administrator a report 
thereon in such detail as the Administrator may, from time to time, 
prescribe. Where the loan is guaranteed, the Administrator shall 
provide the lender with a loan guaranty certificate or other evidence 
of the guaranty. He shall also endorse on the veteran’s disc harge, or 
eligibility certificate, the amount and type of guaranty used, and the 
amount, if any, remaining. Nothing in this chapter shall preclude 
the assignment of any guaranteed loan or the security therefor. 

(d) Loans will be automatically guaranteed under this chapter 
only if made (1) by any Federal land bank, national bank, State 
bank, private bank, building and loan association, insurance com- 
pany, credit union, or mortgage and loan company, that is subject 
to examination and supervision by an agency of the United States or 
of any State, or (2) by any State. Any loan proposed to be made to 
a veteran pursuant to this chapter by any lender not of a class specified 
in the preceding sentence may be guaranteed by the Administrator 
if he finds that it is in accord otherwise with the provisions of this 
chapter. 
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(e) The Administrator may at any time upon thirty days’ notice 
require loans to be made by any lender or class of lenders to be sub- 
mitted to him for prior approval. No guaranty or insurance liability 
shall exist with respect to any such loan unless evidence of guaranty 
or insurance is issued by the Administrator. 

(f) Any loan at least 20 per centum of which is guaranteed under 
this chapter may be made by any national bank or Federal savings 
and loan association, or by any bank, trust company, building and 
loan association, or insurance company, organized or authorized to 
do business in the District of Columbia, or by any mortgagee designated 
and approved by any department, agency, or instrumentality of the United 
States as a certified agent, and which rs acceptable to the Administrator. 
Any such loan may be so made without regard to the limitations and 
restrictions of any other law relating to— 

(1) ratio of amount of loan to the value of the property; 

(2) maturity of loan; 

(3) requirement for mortgage or other security; 

(4) dignity of lien; or 
; (5) percentage of assets which may be invested in real estate 
oans. 


§ 1803. Basic provisions relating to loan guaranty 


(a) (1) Any loan made to a World War II veteran, if made before 
July 26, 1960 (or, in the case of a veteran described in section 1801 (a) 
(1)(B) of this title, before the expiration of thirteen years after 
World War II is deemed to have ended with respect to him), or to a 
Korean conflict veteran, if made before February 1, 1965, for any 
of the purposes, and in compliance with the provisions, specified in this 


chapter, is automatically guaranteed by the United States in an 
amount not more than 60 per centum of the loan if the loan is made 
for any of the purposes specified in section 1810 of this title and not 
more than 50 per centum of the loan if the loan is for any of the 
purposes specified in section 1812, 1813, or 1814 of this title. 

(2) If a loan report or an application for loan guaranty relating 
to a loan under this chapter to a World War II veteran whose entitle- 
ment would otherwise expire on July 25, 1960, has been received by 
the Administrator before July 26, 1960, such loan may be guaranteed 
or insured under the provisions of this chapter before July 26, 1961. 

(b) Except as provided in sections 1810 and 1811 of this title, the 
aggregate amount guaranteed shall not be more than $2,000 in the 
case of non-real-estate loans, nor $4,000 in the case of real-estate loans, 
or a prorated portion thereof on loans of both types or combination 
thereof. The liability of the United States under any guaranty, 
within the limitations of this chapter, shall decrease or increase pro 
rata with any decrease or increase of the amount of the unpaid portion 
of the Sees. 

(c) (1) Loans guaranteed or insured under this chapter shall be 
payable upon such terms and conditions as may be agreed upon by the 
parties thereto, subject to the provisions of this chapter and regula- 
tions of the Administrator issued pursuant to this chapter, and shall 
bear interest not in excess of such rate as the Administrator, with the 
approval of the Secretary of the Treasury, may from time to time find 
the loan market demands[, but the rate of interest so prescribed by the 
Administrator shall not exceed at any time the rate of interest (exclu- 
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sive of premium charges for insurance, and service charges if any), 
established by the Federal Housing Commissioner under section 
203(b)(5) of the National Housing Act, less one-half of 1 per centum 
per annum]; except that such rate sball in no event exceed 4% per 
centum per annum. 

(2) The provisions of the Servicemen’s Readjustment Act of 1944 
which were in effect before April 1, 1958, with respect to the interest 
chargeable on loans made or guaranteed under such Act shall, not- 
withstanding the provisions of paragraph (1) of this subsection, 
continue to oe applicable— 

(A) to any loan made or guaranteed before April 1, 1958; and 
(B) to any loan with respect to which a commitment to guar- 
antee was entered into by the Administrator before April 1, 1958. 

(d) (1) The maturity of any non-real-estate loan shall not be more 
than ten years. The maturity of any real-estate loan (other than a 
loan on farm realty) shall not be more than thirty years, and in the 
case of a loan on farm realty, shall not be more than forty years. 

(2) Any loan for a term of more than five years shall be amortized 
in accordance with established procedure. 

(3) Any real-estate loan (other than for repairs, alterations, or 
improvements) shall be secured by a first lien on the realty. Any 
non-real-estate Joan (other than for working or other capital, mer- 
chandise, goodwill, and other intangible assets) shall be secured by 
personalty to the extent legal and practicable. 


§ 1804. Restrictions on loans 


(a) No loan for the purchase or construction of residential prop- 
erty shall be financed through the assistance of this chapter unless the 
property meets or exceeds minimum requirements for planning, con- 
struction, and general acceptability prescribed by the Administrator; 
however, this subsection shall not apply to a loan for the purchase 
of residential property on which construction is fully completed more 
than one year before such loan is made. 

(b) The Administrator may refuse to appraise any dwelling or 
housing project owned, sponsored, or to be constructed by any person 
identified with housing previously sold to veterans under this chapter 
as to which substantial deficiencies have been discovered, or as to which 
there has been a failure or indicated inability to discharge contractual 
liabilities to veterans, or as to which it is ascertained that the type of 
contract of sale or the methods or practices pursued in relation to 
the marketing of such properties were unfair or unduly prejudicial to 
veteran purchasers. The Administrator may also refuse to appraise any 
dwelling or housing project owned, sponsored, or to be constructed by any 
person refused the benefits of the participation under titles I, 1], VI, VII, 
VIII, or IX of the National Housing Act pursuant to a determination of 
the Federal Housing Commissioner under section 512 of that Act. 

(c) No loan for the purchase or construction of residential property 
shall be financed through the assistance of this chapter unless the 
veteran applicant, at the time that he applies for the loan, and also at 
the time that the loan is closed, certifies in such form as the Adminis- 
trator may require, that he intends to occupy the property as his home. 
No loan for the repair, alteration, or improvement of residential prop- 
erty shall be financed through the assistance of the provisions of this 
chapter unless the veteran applicant, at the time that he applies to 
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the lender for the loan, and also at the time that the loan is closed, 
certifies, in such form as may be required by the Administrator, that he 
occupies the property as his home. For the purposes of this chapter 
the requirement that the veteran recipient es guaranteed or direct 
home loan must occupy or intend to occupy the property as his home 
means that the veteran as of the date of his certification actually lives 
in the property personally as his residence or actually intends upon 
completion of the loan and acquisition of the dwelling unit to move 
into the property personally within a reasonable time and to utilize 
such property as his residence. 

(d) Whenever the Administrator finds with respect to guaranteed 
or insured loans that any lender or holder has failed to maintain ade- 
quate loan accounting records, or to demonstrate proper ability to 
service loans adequately or to exercise proper credit judgment or has 
willfully or negligently engaged in practices otherwise detrimental to 
the interest of veterans or of the Government, he may refuse either 
temporarily or permanently to guarantee or insure any loans made by 
such lender or holder and may bar such lender or holder from acquiring 
loans guaranteed or insured under this chapter; however, the Admin- 
istrator shall not refuse to pay a guaranty or insurance claim on loans 
theretofore entered into in good faith between a veteran and such 
lender. The Administrator may also refuse either temporarily or per- 
manently to guarantee or insure any loans made by a lender or holder 
refused the benefits of participation under titles I, II, VI, VII, VIII, 
or IX of the National Housing Act pursuant to a determination of the 
Federal Housing Commissioner under section 512 of that Act. 


§ 1805. Warranties 


(a) The Administrator shall require that in connection with any 
property upon which there is located a dwelling designed principally 
for not more than a four-family residence and which is approved for 
guaranty or insurance before the beginning of construction, the 
seller or builder, and such other person as may be required by the 
Administrator to become warrantor, shall deliver to the purchaser 
or owner of such property a warranty that the dwelling is constructed 
in substantial conformity with the plans and specifications (including 
any amendments thereof, or changes and variations therein, which 
have been approved in writing by the Administrator) on which the 
Administrator based his valuation of the dwelling. The Adminis- 
trator shall deliver to the builder, seller, or other warrantor his 
written approval (which shall be conclusive evidence of such approval) 
of any amendment of, or change or variation in, such plans and 
specifications which the Administrator deems to be a substantial 
amendment thereof, or change or variation therein, and shall file a 
copy of such written approval with such plans and specifications. 
Such warranty shall apply only with respect to such instances of 
substantial nonconformity to such approval plans and specifications 
(including any amendments thereof, or changes or variations therein, 
which have been approved in writing, as provided in this section, by 
the Administrator) as to which the purchaser or home owner has 
given written notice to the warrantor within one year from the date 
of conveyance of title to, or initial occupancy of, the dwelling, which- 
ever first occurs. Such warranty shall be in addition to, and not in 
derogation of, all other rights and privileges which such purchaser or 
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owner may have under any other law or instrument. The provisions 
of this section shall apply to any such property covered by a mortgage 
insured or guaranteed by the Administrator on and after October 1, 
1954, unless such mortgage is insured or guaranteed pursuant to a 
commitment therefor made before October 1, 1954. 

(b) The Administrator shall permit copies of the plans and speci- 
fications (including written approval of any amendments thereof, 
or changes or variations therein, as provided in this section) for 
dwellings in connection with which warranties are required by sub- 
section (a) of this section to be made available in their appropriate 
local offices for inspection or for copving by any purchaser, home 
owner, or warrantor during such hours or periods of time as the 
Administrator may determine to be reasonable. 


Subchapter II—Loans 


§ 1810. Purchase or construction of homes 


(a) Any loan to a veteran, if made pursuant to the provisions of 
this chapter, is automatically guaranteed if such loan is for one or 
more of the following purposes: 

(1) To purchase or construct a dwelling to be owned and 
occupied by him as a home. 

(2) To vurchase a farm on which there is a farm residence 
to be owned and occupied by him as his home. 

(3) To construct on land owned by him a farm residence to 
be occupied by him as his home. 

(4) To repair, alter, or improve a farm residence or other 
dwelling owned by him and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land 
owned by the veteran, the proceeds of a loan guaranteed under this 
section or made under section 1811 of this title for construction of a 
dwelling or farm residence on such land may be used also to liquidate 
such lien, but only if the reasonable value of the land is equal to or 
greater than the amount of the lien. 

(b) No loan may be guaranteed under this section or made under 
section 1811 of this title unless— 

(1) the proceeds of such loan will be used to pay for the 
property purchased, constructed, or improved; 

(2) the contemplated terms of payment required in any mort- 
gage to be given in part payment of the purchase price or the 
construction cost bear a proper relation to the veteran’s present 
and anticipated income and expenses; 

(3) the veteran is satisfactory credit risk; 

(4) the nature and condition of the property is such as to be 
suitable for dwelling purposes; 

(5) the price paid or to be paid by the veteran for such property, 
or for the cost of construction, repairs, or alterations, does not 
exceed the reasonable value thereof as determined by the Admin- 
istrator; and 

(6) if the loan is for repair, alteration, or improvement of 
property, such repair, alteration, or improvement substantially 
protects or improves the basic livability or utility of such prop- 
erty. 
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(c) The amount of guaranty entitlement available to a veteran 
under this section shall not be more than $7,500 less such entitlement 
as may have been used previously under this section and other sections 
of this chapter. 


§ 1811. Direct loans to veterans 


(a) The Congress finds that housing credit under section 1810 of 
this title is not and has not been generally available to veterans living 
in rural areas, or in small cities and towns not near large metropolitan 
areas. It is therefore the purpose of this section to provide housing 
credit for veterans living in such rural areas and such small cities and 
towns. 

(b) Whenever the Administrator finds that private capital is not 
generally available in any rural area or small city or town for the 
financing of loans guaranteed under section 1810 of this title, he shall 
designate such rural area or small city or town as a “housing credit 
shortage area’. He shall make, or enter into commitments to make, 
to any veteran eligible under this title, a loan for any or all of the 
purposes listed in section 1810(a) in such area. 

(c) No loan may be made under this section to a veteran unless he 
shows to the satisfaction of the Administrator that— 

(1) he is unable to obtain from a private lender in such housing 
credit shortage area, at an interest rate not in excess of the rate 
authorized for guaranteed home loans, a loan for such purpose 
for which he is qualified under section 1810 of this title; and 

(2) he is unable to obtain a loan for such purpose from the 
Secretary of Agriculture under sections 1000-1029 of title 7 or 
under sections 1471-1483 of title 42. 

(d)(1) Loans made under this section shall bear interest at a rate 
determined by the Administrator, not to exceed the rate authorized for 
guaranteed home loans, and shall be subject to such requirements or 
limitations prescribed for loans guaranteed under this title as may be 
applicable. 

(2) The original principal amount of any loan made under this 
section shall not exceed an amount which bears the same ratio to 
$13,500 as the amount of guaranty to which the veteran is entitled 
under section 1810 of this title at the time the loan is made bears to 
$7,500; and the guaranty entitlement of any veteran who heretofore 
or hereafter has been granted a loan under this section shall be charged 
with an amount which bears the same ratio to $7,500 as the amount of 
the loan bears to $13,500. 

(3) No veteran may obtain loans under this section aggregating 
more than $13,500. 

(e) Loans made under this section shall be repaid in monthly 
installments, except that in the case of any. such loan made for any 
of the purposes described in paragraphs (2), (3), or (4) of section 
1810(a) of this title, the Administrator may provide that such loan 
shall be repaid in quarterly, semiannual, or annual installments. 

(f) In connection with any loan under this section, the Admin- 
istrator may make advances in cash to pay taxes and assessments on 
the real estate, to provide for repairs, alterations, and improvements, 
and to meet the incidental expenses of the transaction. ‘The Adminis- 
trator shall determine the expenses incident to origination of loans 
made under this section, which expenses, or a reasonable flat allow- 
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ance in lieu thereof, shall be paid by the veteran in addition to the 
loan closing costs. 

(g) The Administrator may sell, and shall offer for sale, to any 
person or entity approved for such purpose by him, any loan made 
under this section at a price not less than par; that is, the unpaid 
balance plus accrued interest, and shall guarantee any loan thus sold 
subject to the same conditions, terms, and limitations which would be 
euilcaiie were the loan guaranteed under section 1810 of this title. 

(h) No loan may be made under this section after July 25, 1960, 
except pursuant to commitments issued by the Administrator before 
that date. 

(i)(1) If any builder or sponsor proposes to construct one or more 
dwellings in housing credit shortage area, the Administrator may 
enter into commitment with such builder or sponsor, under which funds 
available for loans under this section will be reserved for a period 
not in excess of three months, or such longer period as the Adminis- 
trator may authorize to meet the needs in any particular case, for the 
purpose of making loans to veterans to purchase such dwellings. Such 
commitment may not be assigned or transferred except with the writ- 
ten approval of the Administrator. The Administrator shall not 
enter into any such commitment unless such builder or sponsor pays 
a nonrefundable commitment fee to the Administrator in an amount 
determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

(2) Whenever the Administrator finds that a dwelling with respect 
to which funds are being reserved under this subsection has been sold, 
or contracted to be sold, to a veteran eligible for a direct loan under 
this section, the Administrator shall enter into a commitment to make 
the veteran a loan for the purchase of such dwelling. With respect 
to any loan made to an eligible veteran under this subsection, the 
Administration may make advances during the construction of the 
dwelling up to a maximum in advances of (A) the cost of the land 
plus (B) 80 per centum of the value of the construction in place. 

(3) After the Administrator has entered into a commitment to 
make a veteran a loan under this subsection, he may refer the proposed 
loan to the Voluntary Home Mortgage Credit Committee, in order to 
afford a private lender the opportunity to acquire such loan subject 
to guaranty as provided in vpheniaine (g) of this section. If, before 
the expiration of sixty days after the loan made to the veteran by the 
Administrator is fully disbursed, a private lender agrees to purchase 
such loan, all or any part of the commitment fee paid to the Adminis- 
trator with respect to such loan may be paid to such private lender 
when such loan is so purchased. If a private lender has not purchased 
or agreed to purchase such loan before the expiration of sixty days 
after the loan made by the Administrator is fully disbursed, the 
commitment fee paid with respect to such loan shall become a part of 
the special deposit account referred to in subsection (c) of section 
1823 of this title. Ifa loan is not made to a veteran for the purchase 
of a dwelling, the commitment fee paid with respect to such dwelling 
shall become a part of such special deposit account. 

(4) The Administrator may exempt dwellings constructed through 
assistance provided by this subsection from the minimum land plan- 
ning and subdivision requirements prescribed pursuant to subsection 
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(a) of section 1804 of this title, and with respect to such dwellings 
may prescribe special minimum land planning and subdivision re- 
quirements which shall be in keeping with the general housing facili- 
ties in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

(j) (1) The Administrator shall commence the processing of any 
application for a loan under this section upon the receipt of such 
application, and shall continue such processing notwithstanding the 
fact that the assistance of the Voluntary Home Mortgage Credit 
Committee has been requested by the Administrator for the purpose 
of ascertaining whether or not such loan can be placed with a private 
lender. 

(2) If the assistance of such Committee has been requested by 
the Administrator in connection with any such application, and the 
Administrator is not notified by such Committee within twenty work- 
ing days after such assistance has been requested that it has been suc- 
cessful in enabling the applicant to place such loan with a private 
lender or expects to do so within ten additional working days, the 
Administrator shall proceed forthwith to complete any part of the 
processing of such application remaining unfinished, and to grant or 
deny the application in accordance with the provisions of this section. 

(3) As used in this subsection, the term ‘‘working days’ means 
calendar days exclusive of Saturdays, Sundays, and legal holidays. 

(k) Without regard to any other provision of this chapter, the 
Administrator may take or cause to be taken such action as in his 
judgment may be necessary or appropriate for or in connection with 
the custody, management, protection, and realization or sale of in- 
vestments under this section, may determine his necessary expenses 
and expenditures, and the manner in which the same shall be incurred, 
allowed and paid, may make such rules, regulations, and orders as 
he may deem necessary or appropriate for carrying out his functions 
under this section and section 1823 of this title and, except as other- 
wise expressly provided in this chapter, may employ, utilize, com- 

ensate, and, to the extent not inconsistent with his basic responsi- 

ilities under this chapter, delegate any of his functions under this 
section and section 1823 of this title to such persons and such corporate 
or other agencies, including agencies of the United States, as he may 
designate. 


§ 1812. Purchase of farms and farm equipment 


(a) Any loan to a veteran, if made pursuant to the provisions of 
this chapter, is automatically guaranteed if such loan is for one or 
more of the following purposes: 

(1) To purchase any lands, buildings, livestock, equipment, 
machinery, supplies or implements, or to repair, alter, construct, 
or improve any land, equipment, or building, including a farm- 
house, to be used in farming operations conducted by the veteran 
involving production in excess of his own needs. 

(2) For working capital requirements necessary for such farm- 
ing operations. 

(3) To purchase stock in a cooperative association where the 
purchase of such stock is required by Federal law as an incident 

to obtaining the loan. 
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(b) No loan may be guaranteed under this section unless— 

(1) the proceeds of the loan will be used for one of the purposes 
listed in subsection (a) in connection with bona fide farming 
operations conducted by the veteran; 

(2) such property will be useful in and reasonably necessary 
for efficiently conducting such operations; 

(3) the ability and experience of the veteran, and the nature 
of the proposed farming operations to be conducted by him, are 
such that there is a reasonable likelihood that such operations will 
be successful; and 

(4) the price paid or to be paid by the veteran for such prop- 
erty, or for the cost of construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the 
Administrator. 

(c) For the purpose of encouraging the construction and improve- 
ment of farm housing, the Administrator may guarantee a loan for 
the construction or improvement of a farmhouse which loan is secured 
by a first lien on a portion of the farm suitable in size and location as 
an independent home site, and may permit payment out of the pro- 
ceeds of such loan any sum required to obtain the release of such site 
from existing indebtedness. The Administrator may, in his discre- 
tion, except any loan for the construction or improvement of a farm- 
house from the first lien requirement imposed by section 1803(d)(3) 
of this title. 


§ 1813. Purchase of business property 


(a) Any loan to a veteran, if made pursuant to the provisions of 
this chapter, is automatically guaranteed if such loan is for one or 
more of the following purposes: 

(1) To be used for the purpose of engaging in business or pur- 
suing a gainful occupation. 

(2) For the cost of acquiring for such purpose land, buildings, 
supplies, equipment, machinery, tools, inventory, or stock in 
trade. 

(3) For the cost of the construction, repair, alteration, or im- 
provement of any realty or personalty used for such purpose. 

(4) To provide the funds needed for working capital for such 
purpose. 

(b) No loan may be guaranteed under this section unless — 

the proceeds of such loan will be used by the veteran for 
any of the specified purposes in connection with bona fide pursuit 
of a gainful occupation by the veteran; 

(2) such property will be useful in and reasonably necessary 
for the efficient and successful pursuit of such business or occu- 
pation; 

(3) the ability and experience of the veteran, and the conditions 
under which he proposes to pursue such business or occupation, 
are such that there is a reasonable likelihood that he will be suc- 
cessful in the pursuit of such business or occupation; and 

(4) the price paid or to be paid by the veteran for such prop- 
erty, or for the cost of construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the 
Administrator. 
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§ 1814. Loans to refinance delinquent indebtedness 


(a) Any loan to a veteran, if made pursuant to the provisions of 
this chapter, is automatically guaranteed if such loan is for one or 
more of the following purposes: 

(1) To refinance any indebtedness of the veteran which is 
secured of record on property to be used or occupied by him 
as a home or for farming purposes. 

(2) To refinance any indebtedness incurred by him in the 
pursuit of a gainful occupation which he is pursuing or which 
he proposes in good faith to pursue. 

(3) To pay any delinquent taxes or assessments on such prop- 
erty or business. 

(b) No loan may be guaranteed under this section unless— 

_ (1) such refinancing will aid the veteran in his economic read- 
justment; 

(2) the amount of the loan does not exceed the reasonable value 
of ~ property or business as determined by the Administrator; 
an 

(3) such loan became in default or the delinquency occurred 
(A) before July 26, 1960, in the case of a World War II veteran 
(or, in the case of a veteran described in section 1801 (a)(1)(B) 
of this title, before the expiration of thirteen years after World 
War II is deemed to have ended with respect to him), or (B) 
before February 1, 1965, in the case of a Korean conflict veteran. 


§ 1815. Insurance of loans 


(a) Any loan which might be guaranteed under the provisions of this 
chapter, when made or purchased by any financial institution subject 
to examination and supervision by an agency of the United States or 
of any State may, in lieu of such guaranty, be insured by the Adminis- 
trator under an agreement whereby he will reimburse any such insti- 
tution for losses incurred on such foan up to 15 per centum of the 
aggregate of loans so made or purchased by it. 

(b) Loans insured under this section shall be made on such other 
terms, conditions, and restrictions as the Administrator may prescribe 
within the limitations set forth in this chapter. The Administrator 
— fix the maximum rate of interest payable on any class of non- 
real-estate loans insured under this section at a figure not in excess 
of a 3 per centum discount rate or an equivalent straight interest rate 
on nonamortized loans. 


§ 1816. Procedure on default 


In the event of default in the payment of any loan guaranteed under 
this chapter, the holder of the obligation shall notify the Adminis- 
trator who shall thereupon pay to such holder the guaranty not in 
excess of the pro rata portion of the amount originally guaranteed, 
and shall be subrogated to the rights of the holder of the obligation 
to the extent of the amount paid on the guaranty. Before suit or fore- 
closure the holder of the obligation shall notify the Administrator of 
the default, and within thirty days thereafter the Administrator may, 
at his option, pay the holder of the obligation the unpaid balance of 
the obligation plus accrued interest and receive an assignment of the 
loan and security. Nothing in this section shall preclude any for- 
bearance for the benefit of the veteran as may be agreed upon by the 
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parties to the loan and approved by the Administrator. The Admin- 
istrator may establish the date, not later than the date of judgment 
and decree of foreclosure or sale, upon which accrual of interest or 
charges shall cease. 
§ 1817. Release from liability under guaranty 

Whenever any veteran disposes of residential property securing a 
guaranteed, insured, or direct loan obtained by him, the Administra- 
tor, upon application made by such veteran and by the transferee inci- 
dent to such disposa!, shall issue to such veteran in connection with 
such disposal a release relieving him of all further liability to the 
Administrator on account of such loan (including liability for any 
loss resulting from any default of the transferee or any subsequent 
purchaser of such property) if the Administrator has determined, 
after such investigation as he may deem appropriate, that (1) the loan 
is current, and (2) the purchaser of such property from such veteran 
(A) has obligated himself by contract to purchase such property and 
to assume full liability for the repayment of the balance of the loan 
remaining unpaid, and has assumed by contract all of the obligations 
of the veteran under the terms of the instruments creating and secur- 
ing the loan, and (B) qualifies from a credit standpoint, to the same 
extent as if he were a veteran eligible under section 1810 of this title, 
for a guaranteed or insured or direct loan in an amount equal to the 
unpaid balance of the obligation for which he has assumed liability. 


Subchapter I[1I—Administrative Provisions 


§ 1820. Powers of Administrator 
(a) Notwithstanding the provisions of any other law, with respect 
to matters arising by reason of this chapter, the Administrator may— 

(1) sue and be sued in his official capacity in any court of 
competent jurisdiction, State or Federal; 

(2) subject to specific limitations in this chapter, consent to 
the modification, with respect to rate of interest, time of payment 
of principal or interest or any portion thereof, security or other 
provisions of any note, contract, mortgage or other instrument 
securing a loan which has been guaranteed or insured under this 
chapter; 

(3) pay, or compromise, any claim on, or arising because of, 
any such guaranty or insurance; 

(4) pay, compromise, waive or release any right, title, claim, 
lien or demand, however acquired, including any equity or any 
right of redemption; 

(5) purchase at any sale, public or private, upon such terms 
and for such prices as he determines to be reasonable, and take 
title to, property, real, personal or mixed; and similarly sell, at 
public or private sale, exchange, assign, convey, or otherwise 
dispose of any such property; and 

(6) complete, administer, operate, obtain and pay for insur- 
ance on, and maintain, renovate, repair, modernize, lease, or 
otherwise deal with any property acquired or held pursuant to 
this chapter. The acquisition of any such property shall not 
deprive any State or political subdivision thereof of its civil or 
criminal jurisdiction of, on, or over such property (including 





ADDITIONAL FUNDS FOR DIRECT LOANS TO VETERANS 29 


power to tax) or impair the rights under the State or local law 
of any persons on such property. 

(b) The powers granted by this section may be exercised by the 
Administrator without regard to any other provision of law not 
enacted expressly in limitation of this section, which otherwise would 
govern the expenditure of public funds; however, section 5 of title 41 
shall apply to any contract for services or supplies on account of any 
property acquired pursuant to this section if the amount of such 
contract exceeds $1,000. 

(c) The financial transactions of the Administrator incident to, or 
arising out of, the guaranty or insurance of loans pursuant to this 
chapter, and the acquisition, management, and disposition of prop- 
erty, real, personal, or mixed, incident to such activities and pursuant 
to this section, shall be final and conclusive upon all officers of the 
Government. 

(d) The right to redeem provided for by section 2410(c) of title 
28 shall not arise in any case in which the subordinate lien or interest 
of the United States derives from a guaranteed or insured loan. 


§ 1821. Incontestability 

Any evidence of guaranty or insurance issued by the Administrator 
shall be conclusive evidence of the eligibility of the loan for guaranty 
or insurance under the provisions of this chapter and of the amount 
of such guaranty or insurance. Nothing in this section shall preclude 
the Administrator from establishing, as against the original lender, 
defenses based on fraud or material misrepresentation. The Admin- 
istrator shall not, by reason of anything contained in this section, be 
barred from establishing, by regulations in force at the date of such 
issuance or disbursement, whichever is the earlier, partial defenses 
to the amount payable on the guaranty or insurance, 


§ 1822. Recovery of damages 

(a) Whoever knowingly makes, effects, or participates in a sale 
of any property to a veteran for a consideration in excess of the reason- 
able value of such property as determined by the Administrator, shall, 
if the veteran pays for such property in whole or in part with the 
proceeds of a loan guaranteed by the Veterans’ Administration under 
section 1810, 1812, or 1813 of this title, be liable for three times the 
amount of such excess consideration irrespective of whether such 
person has received any part thereof. 

(b) Actions pursuant to the provisions of this section may be insti- 
tuted by the veteran concerned, in any United States district court, 
which court may, as a part of any judgment, award costs and reason- 
able attorneys’ fees to the successful party. If the veteran does not 
institute an action under this section within-thirty days after discover- 
ing he has overpaid, or having instituted an action shall fail diligently 
to prosecute the same, or upon request by the veteran, the Attorney 
General, in the name of the Government of the United States, may 
proceed therewith, in which event one-third of any recovery in said 
action shall be paid over to the veteran and two-thirds thereof shall 
be paid into the Treasury of the United States. 

(c) The remedy provided in this section shall be in addition to any 
and all other penalties imposed by law. 
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§ 1823. Direct loan revolving fund 


(a) For the purposes of section 1811 of this title, the revolving 
fund heretofore established by section 513 of the Servicemen’s Read- 
justment Act of 1944 is continued in effect. For the purposes of 
further augmenting the revolving fund, the Secretary of the Treasury 
is authorized and directed to advance to the Administrator from time 
to time after December 31, 1958, and until June 30, 1960, such sums 
(not in excess of $150,000,000 in any one fiscal year, including prior 
advancements in fiscal year 1959) as the Administrator may request, 
except that the aggregate so advanced in any one quarter annual 

eriod shall not exceed the sum ot $50,000,000, less that amount which 

as been returned to the revolving fund during the preceding quarter 
annual period from the sale of loans pursuant to section 1811(g) of 
this title. Jn addition to the sums authorized in this subsection, the 
Secretary of the Treasury shall also advance to the Administrator such 
additional sums, not in excess of $150,000,000, as the Administrator may 
request, and the sums so advanced shall be made available without regard 
to any limitation contained in this subsection with respect to the amount 
which may be advanced in any one quarter annual period. In addition 
the Secretary is authorized and Seontel to make available to the 
Administrator for this purpose from time to time as he may request 
the amount of any funds which may have been deposited to the credit 
of miscellaneous receipts under this subsection or subsection (c) of 
this section, except that no sums may be made available after July 25, 
1960. After the last day on which the Administrator may make loans 
under section 1811 of this title, he shall cause to be deposited with 
the Treasurer of the United States, to the credit of miscellaneous re- 
ceipts, that part of all sums in such revolving fund, and all amounts 
thereafter received, representing unexpended advances or the repay- 
ment or recovery of the principal of direct home loans, retaining, how- 
ever, a reasonable reserve for making loans with respect to which he 
has entered into commitments with veterans before such last day. 

(b) On advances to such revolving fund by the Secretary of the 
Treasury, less those amounts deposited in miscellaneous receipts under 
subsections (a) and (c) the Administrator shall pay semiannually to 
the Treasurer of the United States interest at the rate or rates deter- 
mined by the Secretary of the Treasury, taking into consideration the 
current average rate on outstanding marketable obligations of the 
United States as of the last day of the month preceding the advance. 

(c) In order to make advances to such revolving fund, as authorized 
by law to effectuate the purposes and functions authorized in section 
1811 of this title, the Secretary of the Treasury may use, as a public 
debt transaction, the proceeds of the sale of any securities issued under 
the Second Liberty Bond Act, and the purposes for which securities 
may be issued under the Second Liberty Bond Act include such pur- 
poses. Such sums, together with all receipts under this section and 
section 1811 of this title, shall be deposited with the Treasurer of the 
United States, in a special deposit accourt, and shall be available, 
respectively, for disbursement = the purposes of section 1811 of this 
title. Except as otherwise provided in subsection (a) of this section, 
the Administrator shall from time to time cause to be deposited into 
the Treasury of the United States, to the credit of miscellaneous 
receipts, sad of the funds in such account as in his judgment are not 
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needed for the purposes for which they were provided, including the 
roceeds of the sale of any loans, and not later than June 30, 1961 
fe shall cause to be so deposited all sums in such account and all 
amounts received thereafter in repayment of outstanding obligations, 
or otherwise, except so much sana as he may determine to be neces- 
may for purposes of liquidation of loans made from the revolving 
und. 


§ 1824. Waiver of discharge requirements for hospitalized 
persons 


The benefits of this chapter mag be afforded to any person who is 


hospitalized pending final discharge from active duty, if be is quali- 
fied therefor in every respect except for discharge. 


§ 1825. Deposit of downpayments in trust accounts 


(a) Where the Administrator has made a determination of reasonable 
value of housing units tn a project involving five or more of such units 
which are proposed to be constructed or are newly constructed and pre- 
viously unoccupied, and a veteran has made a deposit or downpayment 
on the purchase price of any such unit for the purpose of purchasing 
such unit with a loan guaranteed, insured, or made under this title, tt 
shall be unlawful for the seller to fail to deposit such deposit or down- 
payment in a special trust account before the close of the next business 
day, in order to safeguard such deposit or downpayment from the claims 
of creditors of the seller. Where such deposit or downpayment has been 
loaned in a special trust account, it shall be unlawful for such deposit 
or downpayment to be disposed of in any manner except (1) being credited 
to the veteran purchaser at closing settlement, or (2) tf the transaction is 
not consummated, being disposed of in accordance with the terms of the 
contract between the parties or returned to the veteran. Nothing in this 
section shall prevent the application of a deposit or downpayment to the 
cost of land or construction where a veteran purchaser has contracted for 
the construction of residential property which is to be financed with the 
assistance of a construction loan to be obtained under the provisions of 
this litle. 

(b) Whoever violates subsection (a) of this section shall be fined not 
more than $5,000 or imprisoned not more than five years, or both. 
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